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That share of the market was just 4% in 2020
A home up for sale in a new housing development in
Ottawa in July 2020. A new report says Ottawa's
average home sale price has increase by 53 per cent
since 2020. (Sean Kilpatrick/The Canadian Press)
The percentage of Ottawa home sales over $1 million has
increased from four per cent of the market in 2020 to 18 per
cent so far in 2022, according to a new report.
The real estate company Engel & Völkers released its 2022
Mid-Year Luxury Real Estate Market Report Tuesday. It said
market data shows 1,378 houses and 22 condos in Ottawa
had sold for between $1 million and $3.99 million by June
30.
Another three houses went for more than $4 million each.
The report notes a 53 per cent increase in Ottawa's average
home price since 2020, pushing average property prices up
during a "COVID buying frenzy."
With rents soaring across Canada, some people are
getting priced out
Inflation rises again, to new 39-year high of 8.1%
According to Steve Pomeroy, a housing policy researcher
who teaches at Carleton and McMaster universities, reaction
to this shift will depend on perspective. "If you're the owner
of a home and your equity is increasing, sure, that's a good
thing," Pomeroy said. "If we're concerned about the general
health of the housing market or affordability for young
families trying to get into the markets, I don't think the
market is particularly healthy."
According to Engel & Völkers, more recent figures indicate
the market has plateaued. March brought instability with
the invasion of Ukraine and looming interest hikes.
June saw a 39 per cent drop in sales compared to April and
May, with nearly 100 fewer homes selling for over $1
million. Sales had already dropped 16 per cent from March
to April. The report said home sales under $1 million saw a
similar trend.
Ottawa is "still a strong seller's market" according to the
report, but "conditions are not as extreme as previous years."
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CANADA'S AVERAGE HOUSING PRICE WITH
JUNE DATA - POPULAR CITIES

2022

2021

NATIONAL

$ 665,849

$ 678,280

OTTAWA

$ 695,600

$ 642,700

TORONTO

$ 1,204,900

$ 1,021,900

MONTREAL

$ 546,800

$ 485,200

VANCOUVER

$ 1,235,900

$ 1,099,300

VICTORIA

$ 985,500

$ 785,300

CALGARY

$ 530,500

$ 465,500

EDMONTON

$ 409,300

$ 377,900

CITY

Source: crea.ca

"While June transactions do typically taper as many look
toward their summer holidays, last month's sales were at a
slower pace than we have seen in well over a decade," stated
Ottawa Real Estate Board (OREB) president Penny
Torontow in a July 6 news release. OREB is an industry
association of about 3,800 local brokers and salespeople.
Torontow's comments refer to all homes sold through its
Multiple Listing Service (MLS) system. Torontow cited
interest rates and inflation, sagging consumer confidence
and
"the
uncertainty
surrounding
back-to-work
arrangements" as possible factors.
Caution with industry takeaways
According to the Engel & Völkers report, the levelling off of
home sales signals "the arrival of normal-leaning market
conditions, which held steady through to June."
"Historically, real estate in Ottawa has always been and will
continue to be stable and dependable in the long term. We
aren't likely to ever experience the significant dips that
other regions may see," said the OREB news release.
Pomeroy also cautioned against accepting the conclusions
of real estate firms who have a direct interest in the market.
"The realtors are trying to calm nerves and [speak] to folks
who may be thinking, 'I'll sit on the sidelines for a while
because mortgage costs are getting a bit expensive and
prices appear to be moving downwards,'" Pomeroy said.
"Here, we've got a realtor coming out saying, 'Prices are
Source: cbc.ca
normalizing. Don't worry, just jump in now."

Whether you’re a first-time homebuyer or an existing homeowner, the dynamics of
the housing market are quickly changing as borrowing costs soar. For those looking
to purchase a property, they might be pleased that home prices have fallen over the
past few months — but buyers now face the toughest stress test since the
requirement was first introduced.
“First-time homebuyers, or people that are looking at breaking into the market,
they're having to go through more stringent stress testing today than clients have had
to in the past,” said Joe Sammut, a broker at Ontario-based Mortgage Architects, in a
phone interview. The mortgage stress test (or minimum qualifying rate) requires
borrowers to prove they can handle their mortgage payment at the greater of 5.25
per cent or their contract rate plus two percentage points. With many variable rates
now sitting at just north of four per cent, many buyers are having to qualify for a
mortgage at six per cent or higher, rendering the 5.25 per cent threshold essentially
not applicable.
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Rob McLister, a mortgage strategist with MortgageLogic.news, said based on the
lowest nationally-available variable rate for an uninsured borrower – 4.15 per cent at
Alterna Bank – a homebuyer would be stress tested at a rate of 6.15 per cent. His
math indicates the qualifying rate would cut the purchasing power for a typical
prime mortgage borrower almost eight per cent. “For a household earning $100,000
a year and putting 20 per cent down on a new home, that cuts their maximum
possible purchase price by almost $47,000, assuming a 30-year amortization and no
other debts,” he said in an email.
ADJUSTABLE VS VARIABLE
While new homebuyers are busy revising their budgets, existing homeowners with a
floating-rate mortgage – or adjustable mortgage – will see their payments rise.
“Where people get kind of confused is the difference between a variable rate and an
adjustable rate. An adjustable rate is a floating-rate mortgage that has a payment and
interest rate that move with prime rates,” McLister said in a phone interview.
The majority of variable-rate mortgages in Canada have a fixed payment so when
interest rates rise, the homeowner will pay more interest and less principal, but their
monthly payment overall is stable.
Adjustable-rate mortgage payments fluctuate since they’re tied to prime rates,
resulting in uncertainty for those homeowners. Variable-rate mortgage payments
will only increase when interest rates rise so high that the payment doesn’t cover the
full interest portion, McLister said. With mortgage rates rapidly changing, staying
informed of your options is crucial at this point in time, Sammut said.
“The main message would be to stay put. Stay put with your variable, if it's a good
variable. Stay put with your fixed, if it's a good fix. However, if you want to explore
your options and you want certainty, you have to phone your lender to find out what
is available and what's being offered to you. Knowledge is power,” Sammut said. He
said he has advised some of his clients to consider locking in for a shorter two- or
Source: bnnbloomberg.ca
three-year term until rates stabilize.
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